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§226.5
Subpart B—Open-End Credit

§226.5 General disclosure require-
ments.

(a) Form of disclosures. (1) General. (1)
The creditor shall make the disclosures
required by this subpart clearly and
conspicuously.

(ii) The creditor shall make the dis-
closures required by this subpart in
writing,” in a form that the consumer
may keep,8 except that:

(A) The following disclosures need
not be written: Disclosures under
§226.6(b)(3) of charges that are imposed
as part of an open-end (not home-se-
cured) plan that are not required to be
disclosed under §226.6(b)(2) and related

disclosures of charges under
§226.9(c)(2)(iii)(B); disclosures under
§226.9(c)(2)(vi); disclosures under

§226.9(d) when a finance charge is im-
posed at the time of the transaction;
and disclosures under §226.56(b)(1)(1).

(B) The following disclosures need
not be in a retainable form: Disclosures
that need not be written under para-
graph (a)(1)(ii)(A) of this section; dis-
closures for credit and charge card ap-
plications and solicitations under
§226.5a; home-equity disclosures under
§226.5b(d); the alternative summary
billing-rights statement under
§226.9(a)(2); the credit and charge card
renewal disclosures required under
§226.9(e); and the payment require-
ments under §226.10(b), except as pro-
vided in §226.7(b)(13).

(iii) The disclosures required by this
subpart may be provided to the con-
sumer in electronic form, subject to
compliance with the consumer consent
and other applicable provisions of the
Electronic Signatures in Global and
National Commerce Act (E-Sign Act)
(15 U.S.C. 7001 et seq.). The disclosures
required by §§226.5a, 226.5b, and 226.16
may be provided to the consumer in
electronic form without regard to the
consumer consent or other provisions
of the E-Sign Act in the circumstances
set forth in those sections.

(2) Terminology. (i) Terminology used
in providing the disclosures required by
this subpart shall be consistent.

7[Reserved]
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(ii) For home-equity plans subject to
§226.5b, the terms finance charge and
annual percentage rate, when required
to be disclosed with a corresponding
amount or percentage rate, shall be
more conspicuous than any other re-
quired disclosure.® The terms need not
be more conspicuous when used for
periodic statement disclosures under
§226.7(a)(4) and for advertisements
under §226.16.

(iii) If disclosures are required to be
presented in a tabular format pursuant
to paragraph (a)(3) of this section, the
term penalty APR shall be used, as ap-
plicable. The term penalty APR need
not be used in reference to the annual
percentage rate that applies with the
loss of a promotional rate, assuming
the annual percentage rate that applies
is not greater than the annual percent-
age rate that would have applied at the
end of the promotional period; or if the
annual percentage rate that applies
with the loss of a promotional rate is a
variable rate, the annual percentage
rate is calculated using the same index
and margin as would have been used to
calculate the annual percentage rate
that would have applied at the end of
the promotional period. If credit insur-
ance or debt cancellation or debt sus-
pension coverage is required as part of
the plan, the term required shall be
used and the program shall be identi-
fied by its name. If an annual percent-
age rate is required to be presented in
a tabular format pursuant to para-
graph (a)3)(1) or (a)(3)(iii) of this sec-
tion, the term fired, or a similar term,
may not be used to describe such rate
unless the creditor also specifies a time
period that the rate will be fixed and
the rate will not increase during that
period, or if no such time period is pro-
vided, the rate will not increase while
the plan is open.

(38) Specific formats. (i) Certain disclo-
sures for credit and charge card appli-
cations and solicitations must be pro-
vided in a tabular format in accordance
with the requirements of §226.5a(a)(2).

(ii) Certain disclosures for home-eq-
uity plans must precede other disclo-
sures and must be given in accordance
with the requirements of §226.5b(a).

9[Reserved]
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(iii) Certain account-opening disclo-
sures must be provided in a tabular for-
mat in accordance with the require-
ments of §226.6(b)(1).

(iv) Certain disclosures provided on
periodic statements must be grouped
together in accordance with the re-
quirements of §226.7(b)(6) and (b)(13).

(v) Certain disclosures provided on
periodic statements must be given in
accordance with the requirements of
§226.7(b)(12).

(vi) Certain disclosures accom-
panying checks that access a credit
card account must be provided in a tab-
ular format in accordance with the re-
quirements of §226.9(b)(3).

(vii) Certain disclosures provided in a
change-in-terms notice must be pro-
vided in a tabular format in accordance
with the requirements of
§226.9(c)(2)(iv)(D).

(viii) Certain disclosures provided
when a rate is increased due to delin-
quency, default or as a penalty must be
provided in a tabular format in accord-
ance with the requirements of
§226.9(2)(3)(i1).

(b) Time of disclosures—(1) Account-
opening disclosures—(i) General rule. The
creditor shall furnish account-opening
disclosures required by §226.6 before
the first transaction is made under the
plan.

(ii) Charges imposed as part of an open-
end (not home-secured) plan. Charges
that are imposed as part of an open-end
(not home-secured) plan and are not re-
quired to be disclosed under §226.6(b)(2)
may be disclosed after account opening
but before the consumer agrees to pay
or becomes obligated to pay for the
charge, provided they are disclosed at a
time and in a manner that a consumer
would be likely to notice them. This
provision does not apply to charges im-
posed as part of a home-equity plan
subject to the requirements of §226.5b.

(iii) Telephone purchases. Disclosures
required by §226.6 may be provided as
soon as reasonably practicable after
the first transaction if:

(A) The first transaction occurs when
a consumer contacts a merchant by
telephone to purchase goods and at the
same time the consumer accepts an
offer to finance the purchase by estab-
lishing an open-end plan with the mer-
chant or third-party creditor;
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(B) The merchant or third-party
creditor permits consumers to return
any goods financed under the plan and
provides consumers with a sufficient
time to reject the plan and return the
goods free of cost after the merchant or
third-party creditor has provided the
written disclosures required by §226.6;
and

(C) The consumer’s right to reject
the plan and return the goods is dis-
closed to the consumer as a part of the
offer to finance the purchase.

(iv) Membership fees—(A) General. In
general, a creditor may not collect any
fee before account-opening disclosures
are provided. A creditor may collect, or
obtain the consumer’s agreement to
pay, membership fees, including appli-
cation fees excludable from the finance
charge under §226.4(c)(1), before pro-
viding account-opening disclosures if,
after receiving the disclosures, the con-
sumer may reject the plan and have no
obligation to pay these fees (including
application fees) or any other fee or
charge. A membership fee for purposes
of this paragraph has the same mean-
ing as a fee for the issuance or avail-
ability of  credit described in
§226.5a(b)(2). If the consumer rejects
the plan, the creditor must promptly
refund the membership fee if it has
been paid, or take other action nec-
essary to ensure the consumer is not
obligated to pay that fee or any other
fee or charge.

(B) Home-equity plans. Creditors offer-
ing home-equity plans subject to the
requirements of §226.5b are not subject
to the requirements of paragraph
(b)(1)(Av)(A) of this section.

(v) Application fees. A creditor may
collect an application fee excludable
from the finance charge under
§226.4(c)(1) before providing account-
opening disclosures. However, if a con-
sumer rejects the plan after receiving
account-opening disclosures, the con-
sumer must have no obligation to pay
such an application fee, or if the fee
was paid, it must be refunded. See
§226.5(b)(1)({v)(A).

(2) Periodic statements—(i) Statement
required. The creditor shall mail or de-
liver a periodic statement as required
by §226.7 for each billing cycle at the
end of which an account has a debit or
credit balance of more than $1 or on
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which a finance charge has been im-
posed. A periodic statement need not
be sent for an account if the creditor
deems it uncollectible, if delinquency
collection proceedings have been insti-
tuted, if the creditor has charged off
the account in accordance with loan-
loss provisions and will not charge any
additional fees or interest on the ac-
count, or if furnishing the statement
would violate federal law.

(A) Credit card accounts wunder an
open-end (not home-secured) consumer
credit plan. For credit card accounts
under an open-end (not home-secured)
consumer credit plan, a card issuer
must adopt reasonable procedures de-
signed to ensure that:

(1) Periodic statements are mailed or
delivered at least 21 days prior to the
payment due date disclosed on the
statement pursuant to
§226.7(b)(11)(i)(A); and

(2) The card issuer does not treat as
late for any purpose a required min-
imum periodic payment received by
the card issuer within 21 days after
mailing or delivery of the periodic
statement disclosing the due date for
that payment.

(B) Open-end consumer credit plans.
For accounts under an open-end con-
sumer credit plan, a creditor must
adopt reasonable procedures designed
to ensure that:

(1) If a grace period applies to the ac-
count:

(i) Periodic statements are mailed or
delivered at least 21 days prior to the
date on which the grace period expires;
and

(ii) The creditor does not impose fi-
nance charges as a result of the loss of
the grace period if a payment that sat-
isfies the terms of the grace period is
received by the creditor within 21 days
after mailing or delivery of the peri-
odic statement.

(2) Regardless of whether a grace pe-
riod applies to the account:

(1) Periodic statements are mailed or
delivered at least 14 days prior to the
date on which the required minimum
periodic payment must be received in
order to avoid being treated as late for
any purpose; and

(i1) The creditor does not treat as late
for any purpose a required minimum
periodic payment received by the cred-
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itor within 14 days after mailing or de-
livery of the periodic statement.

(3) For purposes of paragraph
(b)(2)(ii)(B) of this section, ‘‘grace pe-
riod” means a period within which any
credit extended may be repaid without
incurring a finance charge due to a
periodic interest rate.10

(3) Credit and charge card application
and solicitation disclosures. The card
issuer shall furnish the disclosures for
credit and charge card applications and
solicitations in accordance with the
timing requirements of §226.5a.

(4) Home-equity plans. Disclosures for
home-equity plans shall be made in ac-
cordance with the timing requirements
of §226.5b(b).

(c) Basis of disclosures and use of esti-
mates. Disclosures shall reflect the
terms of the legal obligation between
the parties. If any information nec-
essary for accurate disclosure is un-
known to the creditor, it shall make
the disclosure based on the best infor-
mation reasonably available and shall
state clearly that the disclosure is an
estimate.

(d) Multiple creditors; multiple con-
sumers. If the credit plan involves more
than one creditor, only one set of dis-
closures shall be given, and the credi-
tors shall agree among themselves
which creditor must comply with the
requirements that this regulation im-
poses on any or all of them. If there is
more than one consumer, the disclo-
sures may be made to any consumer
who is primarily liable on the account.
If the right of rescission under §226.15
is applicable, however, the disclosures
required by §§226.6 and 226.15(b) shall be
made to each consumer having the
right to rescind.

(e) Effect of subsequent events. If a dis-
closure becomes inaccurate because of
an event that occurs after the creditor
mails or delivers the disclosures, the
resulting inaccuracy is not a violation
of this regulation, although new disclo-
sures may be required under §226.9(c).

[75 FR 7796, Feb. 22, 2010, as amended at 76
FR 22998, Apr. 25, 2011]

10 [Reserved]
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